
The Fundamentals 
of credit

What is credit and how it is used



What is Credit?
The Privilege of using someone else’s money 
for a period of time with a promise to repay.

DEBTOR 
The one who buys on 
credit or receives a 
loan. 

Creditor 
The one who sells on 
credit or makes a 
loan.



TRUST
THE CREDITOR BELIEVES THAT 
THE DEBTOR WILL HONOR THE 

PROMISE TO PAY LATER FOR THE 
GOODS AND SERVICES USED



types of credit
  Loan Credit 

Banks, Credit Unions, and 
consumer finance companies 

  Sales Credit 
Retailers and Wholesalers 

  Trade Credit 
Used by businesses to pay for 
Products and services at a later 
date 

https://www.wellsfargo.com/per/more/loans_credit


Users of Credit
Individuals 

Businesses 

Governments



The 3 C’s of Credit

CapitalCharacter Capacity

Honesty and 
Reputation as a 
borrower 

- Willingness to 
Repay your bills 
on time

Your Ability to 
repay: 

- Your Income 
- Current Debts 
- Employment 

The Value of your 
possessions. 

- Money you 
possess and 
Property you own.



Granting Credit

Credit Information 
Creditors considering debtors 
look into your financial situation

Credit References 
are businesses or individuals from 
who you have received credit in the 
past or can help verify your credit 
record.



Benefits of Credit
Convenience 

Immediate Possession 

Savings 

Credit Rating 

Emergencies



Precautions of Credit
Overbuying 

Careless Buying 

Higher Prices 

Overuse of Credit 

Poor Credit Rating


